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Abstract 
Despite internationalization could become a huge step forward on the development path of small companies, it could also be a 
formidable challenge. While operating in a weak institutional environment, small firms can hardly create strong competitive 
advantage even on domestic let alone international markets. This effect becomes even more distinct during stagnation and 
recovery after economic crisis 
The present study uses the dataset of 134 (mainly developing and emerging) economies to analyze the influence of regulatory and 
normative components of institutional profile on the share of exporters among small enterprises. 
Besides contributing to our understanding of the institutional factors determining the decision of small firms to internationalize, 
the results of this study could also signalize developing and emerging economies’ governments to enhance their regulatory 
quality as a part of their efforts to facilitate and diversify merchandise exports. 
 
© 2014 The Authors. Published by Elsevier B.V. 
Selection and/or peer-review under responsibility of the Organizing Committee of ECE 2014. 
Keywords: Internationalization of small enterprises, small exporters, international entrepreneurship, institutional environment 
1. Introduction and Literature Review 
According to institutional theory, any action of a firm is embedded in country-specific institutional 
arrangements. The institutional characteristics of a given country reflect various dimensions of the national 
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environment including national governmental policies (regulatory dimension), widely shared social knowledge 
(cognitive dimension), and value systems (a normative dimension). The regulatory dimension of the institutional 
profile refers to the existence of laws, regulations, and written rules promoting or restricting certain behaviours. The 
cognitive dimension focuses on the knowledge and skills possessed by people in a country pertaining to establishing 
and developing certain activities. The normative dimension reflects social norms, values, beliefs, and assumptions 
concerning how human behaviour should be in a given society (Scott 1995). 
Institutions are much more than background conditions for a firm. Instead, they directly determine the behaviour 
of a firm, including internationalisation, and its capacity to create competitive advantage both on domestic and 
international markets (Descotes, Walliser, and Guo 2007). 
The profound differences in institutional frameworks between economies force scholars to pay more attention to 
these differences in addition to considering traditional industry- and resource-based factors (Peng, Wang, and Jiang 
2008). Makino et al. highlight that institutional factors in emerging economies has stronger impact on the 
internationalization than in developing ones where the firm characteristics tend to be more important (Makino, 
Isobe, and Chan 2004). 
The weakness of institutional environment in Russia, as well as many other emerging economies is probably 
among the factors which put a significant barrier for small business to internationalize. For instance, Russia has the 
rank of 129 among 200 economies in Regulatory Quality, while only 12% of small manufacturers supplied their 
products abroad (only 4.1 % exported more than 10 % of their output) (The World Bank 2012). 
Most analyses of the internationalisation of small enterprises assume that these firms face, to a higher extent than 
large companies, resource constraints in terms of finance, information, management capacity, etc., as well as 
external barriers connected with general business environment (Buckley 1989; Campbell 1996; Leonidou 2004; 
Wickramasekera and Bianchi 2013). As a consequence, the probability of small enterprises entering foreign markets 
is lower than in case of medium and large firms. 
The objective of this study is twofold. First, we want to track the influence of the institutional environment 
between countries on the participation of small enterprises in exporting and reveal the factors which have the 
strongest impact on small exporters’ behaviour. In this study we tend to put equal sign between exporting and 
internationalisation. The reason why we do this is that amongst various modes of internationalisation, export is the 
most frequently used one, other internationalisation modes remaining far less utilised (APEC SMEWG 2011; 
European Commission 2010). Moreover, exporting is predominantly the first stage of internationalisation of a firm. 
Hence,  
Second, we intend to show the difference of this influence between small and large exporters. 
The results of this study could be utilized as a tool to promote the internationalization of small enterprises more 
effectively: it would make it possible to distinguish between direct promotion (export promotion agencies, 
government guaranties, trade mission abroad etc.) and indirect promotion (enhancing governance effectiveness, 
releasing administrative barriers, fighting corruption etc.).  
2. Hypotheses 
We suggest that cross-national differences in small enterprises’ exporting behaviour rely partly on the 
institutional profile that guide and constrain firms within their national economy. However, in the present paper we 
had to put some limitations on the study of this influence: we had to exclude cognitive component from the analysis 
since we could not obtain sufficient data, and limit the analysis of the normative component by broader attitude 
towards entrepreneurship in the society.  
Hence, we formulate only two hypotheses regarding normative component (H1.1 – H1.2). 
H1.1 High entrepreneurial activity has a positive impact on the number of small exporters. 
H1.2 Positive attitude in society towards entrepreneurship promotes internationalisation of small enterprises. 
We also suggest that there is a significant difference between small and medium & large exporters in frames of 
the influence of regulatory component, and small enterprises are more vulnerable to any negative changes in 
institutional environment. 
Regulatory component under analysis includes government effectiveness, regulatory quality, control of 
corruption, contract enforcement, tax burden, and some administrative and physical international trade barriers.  
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Following are the hypotheses regarding the regulatory component (H2.1 – H2.4). 
H2.1 High regulatory quality in a country has a strong positive impact on the number of small exporters. 
H2.2 The influence of regulatory quality is stronger on small exporters than on large exporters. 
Since we could estimate the models for two firm size classes (<100, >=100 employees), we are in a position to 
identify size-specific patterns of explanation of exporting behaviour: 
H2.3 Complicated exporting procedures have stronger negative impact on small enterprises’ participation in 
international trade. 
3. Methodology and Data 
In our study we have used the following sources of data: World Bank Enterprise Survey, World Bank 
Development Indicators, Global Entrepreneurship Monitor Database, World Bank Governance Indicators, World 
Bank Doing Business Database. 
All these data cover different periods between 2006 and 2012 for each country, so we have retrieved the cross-
section data with the latest period available for a given country. 
There are two variables which we intend to explain: (i) the share of exporters among small manufacturing 
enterprises (SEMNF), and, for comparison, (ii) the share of exporters among medium to large manufacturing 
enterprises (LEMNF). Small enterprises are considered to be those with less than 100 employees. Exporters are 
considers to be those who get more than 1% of their sales from foreign customers. The data has been retrieved from 
World Bank Enterprise Survey Database. 
We have used GDPCAP (natural logarithm squared of GDP per capita; PPP, constant 2005 dollars) and LAND 
(natural logarithm squared of land area) as control variables (World Bank Development Indicators Database). 
In order to assess the influence of normative component (Dataset 1) of the institutional profile on small 
enterprises, we have analysed the data from Global Entrepreneurship Monitor (GEM) Survey. Entrepreneurial 
activity is measured by TEA index, which is the percentage of 18–64 population who are either a nascent 
entrepreneur or owner-manager of a new business (younger than 48 months, as defined by GEM). There are several 
indicators which can measure attitude towards entrepreneurship in society: (i) entrepreneurship as desirable career 
choice (CAREER), i.e. percentage of 18–64 population who agree with the statement that in their country, most 
people consider starting a business as a desirable career choice; (ii) high status successful entrepreneurship 
(STATUS), i.e. percentage of 18–64 population who agree with the statement that in their country, successful 
entrepreneurs receive high status; (iii) media attention for entrepreneurship (MEDIA), i.e. percentage of 18-64 
population who agree with the statement that in their country, you will often see stories in the public media about 
successful new businesses. 
The descriptive statistics for Dataset 1 is given in Table 1.  
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Table 1. Descriptive statistics of Dataset 1 
Var. Name Variable Description N Minimum Maximum Mean Std. Dev. 
SEIND Exporters share among small enterprises 137 0.000 0.783 0.214 0.158 
LEIND Exporters share among medium and large enterprises 137 0.000 1.000 0.565 0.266 
GDPCAP GDP per capita, PPP (const. 2005 intl. $ thou); Ln sq. 134 33.839 112.232 72.288 18.443 
LAND Land area (sq. thou km); Ln sq. 137 0.083 94.160 27.775 18.931 
TEA Total early-stage Entrepreneurial Activity; Ln 57 1.440 3.950 2.580 0.633 
CAREER Entrepreneurship as Desirable Career Choice 54 42.000 95.000 72.667 11.147 
STATUS High Status Successful Entrepreneurship 54 51.000 100.000 74.167 10.728 
MEDIA Media Attention for Entrepreneurship 54 32.000 96.000 61.648 15.140 
 Valid N (listwise) 53         
 
To analyse the influence of regulatory component of institutional profile on small exporters’ behaviour (Dataset 
2), World Bank Governance Indicators and World Bank Doing Business Indicators have been used. 
The following World Bank Governance Indicators have been used in the present study: 
x Government Effectiveness reflects perceptions of the quality of public services, the quality of the civil service 
and the degree of its independence from political pressures, the quality of policy. 
x Regulatory Quality reflects perceptions of the ability of the government to formulate and implement sound 
policies and regulations that permit and promote private sector development. 
x Rule of Law reflects perceptions of the extent to which agents have confidence in and abide by the rules of 
society, and in particular the quality of contract enforcement, property rights, the police, and the courts, as well as 
the likelihood of crime and violence. 
x Control of Corruption reflects perceptions of the extent to which public power is exercised for private gain, 
including both petty and grand forms of corruption, as well as "capture" of the state by elites and private interests. 
(World Bank 2012). 
We have selected three Distance to Frontier (DTF) indicators from World Bank Doing Business database which 
could probably influence the decision of small enterprises to export:  
x starting a business (DTFSTR), i.e. the number of procedures, time and cost for an SME to start up and formally 
operate;  
x enforcing contracts (DTFENF), i.e. the time, cost and procedural complexity of resolving a commercial lawsuit 
between businesses; and  
x trading across borders (DTFTRD), i.e. the time and cost (excluding tariffs) associated with exporting and 
importing a standardized cargo of goods by sea transport. The DTF measure shows the distance of each economy 
to the “frontier.” The frontier represents the highest performance observed for each of the indicators across all 
economies measured in Doing Business since the inclusion of the indicator. An economy’s distance to frontier is 
reflected on a scale from 0 to 100, where 0 represents the lowest performance and 100 represents the frontier. 
Apart from that, three components of Trading Across Borders topic have been separately selected to reflect the 
institutional environment particularly for exporting companies:  
x documents to export (number) – EXPDOC;  
x time to export (days) – EXPTME;  
x cost to export (USD per container) – EXPCST. 
The descriptive statistics for Dataset 2 is given in Table 2. 
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Table 2. Descriptive statistics of Dataset 2 
Var. Name Variable Description N Minimum Maximum Mean Std. Dev. 
SEIND Exporters share among small enterprises 137 0.000 0.783 0.214 0.158 
LEIND Exporters share among medium and large enterprises 137 0.000 1.000 0.565 0.266 
GDPCAP GDP per capita, PPP (const. 2005 intl. $ thou); LN sq. 134 33.839 112.232 72.288 18.443 
LAND Land area (sq. thou km); LN sq. 137 0.083 94.160 27.775 18.931 
WGIGEF Government Effectiveness (WBGI) 137 −1.735 1.622 −0.249 0.738 
WGIRQ Regulatory Quality (WBGI) 137 −2.260 1.850 −0.197 0.760 
WGIRL Rule of Law (WBGI) 137 −1.947 1.756 −0.311 0.767 
WGICRP Control of Corruption (WBGI) 137 −1.637 1.785 −0.294 0.748 
DTFSTR Distance to Frontier: Starting a Business; squared 137 0.000 9332.000 4873.700 2184.881 
DTFENF Distance to Frontier: Enforcing Contracts 137 0.000 82.750 52.208 14.397 
DTFTRD Distance to Frontier: Trading Across Borders, squared 137 0.000 8666.000 3536.910 2177.275 
EXPDOC Documents to export (number); Ln 137 1.000 3.000 1.880 0.334 
EXPTME Time to export (days); Ln 137 2.000 4.000 3.150 0.537 
EXPCST Cost to export (USD per container); Ln 137 6.000 9.000 7.100 0.528 
 Valid N (listwise) 134     
4. Results 
Table 3 shows the correlation matrix for the variables from Dataset 1. 
Table 3. Correlation matrix for Dataset 1 
 SEMNF LEMNF GDPCAP LAND TEA CAREER STATUS MEDIA 
SEMNF 1 .660** .415** −.465** −.492** −.179 −.231 −.120 
LEMNF   1 .386** −.371** −.554** −.143 −.194 −.140 
GDPCAP     1 −.162 −.580** −.416** −.544** −.336* 
LAND       1 .143 .164 .106 .233 
TEA         1 .392** .344* .347* 
CAREER           1 .471** .630** 
STATUS             1 .510** 
MEDIA               1 
**Correlation is significant at the 0.01 level (2-tailed) 
*Correlation is significant at the 0.05 level (2-tailed) 
N=53 
 
Apart from control variables only one variable (TEA) is significantly correlated with SEMNF. The results of the 
regression analysis are shown in Table 4. 
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Table 4. Model 1 summary 
 Model 1.1 Model 1.2 
Constant 0.391*** 
(0.041) 
0.338* 
(0.156) 
GDPCAP  0.002 
(0.002) 
0.161 
LAND  −0.004*** 
(0.001) 
−0.381 
TEA −0.008*** 
(0.002) 
−0.473 
−0.006** 
(0.002) 
−0.356 
R squared 0.223 0.398 
F Value 15.533 11.467 
Sig. 0,000 0,000 
***Significant at the 0.001 level; **Significant at the 0.01 level; *Significant at the 0.05 level; Standard errors in parentheses; Standardised 
coefficients in italics. 
Dependent Variable: SEMNF 
N=53 
The correlation matrix for Dataset 2 is shown in Table 5. As we can see, WGI indicators are highly correlated 
with each other (highlighted in bold), so only one best fitted indicator will be left in the model. 
Table 5. Correlation matrix for Dataset 2 
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SEMNF 1 .522** .496** −.246** .510** .512** .447** .387** .315** .289** .445** −.381** −.439** −.273** 
LEMNF   1 .263** −.148 .394** .446** .346** .281** .216* .197* .353** −.286** −.322** −.307** 
GDPCAP     1 −.139 .766** .740** .675** .625** .426** .512** .687** −.579** −.640** −.304** 
LAND       1 −.242** −.214* −.336** −.357** .025 −.292** −.347** .283** .266** .270** 
WGIGEF         1 .882** .919** .881** .396** .514** .724** −.612** −.659** −.475** 
WGIRQ           1 .844** .749** .399** .533** .730** −.650** −.659** −.407** 
WGIRL             1 .913** .351** .446** .690** −.605** −.620** −.473** 
WGICRP               1 .307** .410** .630** −.561** −.587** −.383** 
DTFENF                 1 .441** .205* −.157 −.206* −.049 
DTFSTR                   1 .405** −.327** −.404** −.191* 
DTFTRD                     1 −.840** −.885** −.709** 
EXPDOC                       1 .686** .494** 
EXPTME                         1 .640** 
EXPCST                           1 
**Correlation is significant at the 0.01 level (2-tailed) 
*Correlation is significant at the 0.05 level (2-tailed) 
N=134 
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All variables are significantly correlated both with SEMNF and LEMNF.  
We have divided the variables into 4 blocks:  
x control variable LAND (GDPCAP cannot be used as a control variable because of its relatively high correlation 
with other variables);  
x WGI connected variables;  
x Doing Business DTF variables;  
x ease of exporting variables.  
This comprised 6 models in total. The results of the stepwise regression analysis for SEMNF are shown in Table 
6. 
Table 6. Model 2 summary 
 Model 2.1a Model 2.1b Model 2.2a Model 2.2b Model 2.3a Model 2.3b 
Constant 0.234*** 
(0.012) 
0.269*** 
(0.021) 
−0.020 
(0.045) 
0.068 
(0.058) 
0.621*** 
(0.073) 
0.618*** 
(0.072) 
LAND  −0.001* 
(0.001) 
−0.157 
 −0.001* 
(0.001) 
−0.156 
 −0.001* 
(0.001) 
−0.146 
WGIRQ 0.103*** 
(0.015) 
0.498 
0.097*** 
(0.016) 
0.465 
    
DTFENF   0.003** 
(0.001) 
0.230 
0.003** 
(0.001) 
0.244 
  
DTFTRD   0.00003*** 
(0.000) 
0.400 
0.00003*** 
(0.000) 
0.349 
  
EXPTME     −0.129*** 
(0.023) 
−0.439 
−0.118*** 
(0.023) 
−0.400 
R squared 0.248 0.271 0.252 0.268 0.193 0.212 
F Value 44.426 24.914 22.549 16.225 32.199 18.060 
Sig. 0.000 0.000 0.000 0.000 0.000 0.000 
***Significant at the 0.001 level; **Significant at the 0.01 level; *Significant at the 0.05 level; Standard errors in parentheses; Standardised 
coefficients in italics. 
Dependent Variable: SEMNF 
N=134 
 
We could not use LAND as a control variable for LEMNF since the correlation between these two variables is 
statistically insignificant. To explain LEMNF we used the same other three block of variables. The results of the 
stepwise regression analysis for LEMNF are shown in Table 7.  
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Table 7. Model 3 summary 
 Model 3.1 Model 3.2 Model 3.3 
Constant 0.595*** 
(0.021) 
0.411*** 
(0.041) 
1.070*** 
(0.129) 
WGIRQ 0.152*** 
(0.027) 
0.434 
  
DTFTRD  0.00004*** 
(0.000) 
0.355 
 
EXPTME   −0.160*** 
(0.040) 
−0.323 
R squared 0.188 0.126 0.104 
F Value 31.357 19.513 15.729 
Sig. 0.000 0.000 0.000 
***Significant at the 0.001 level 
Dependent Variable: LEMNF 
N=134 
5. Discussion and Conclusion 
Having examined the influence of a number of institutional environment variables on small exporters’ behaviour, 
we can make the following conclusions. 
We could not confirm the Hypothesis 1.1. Although we do not reject null hypothesis for TEA, the sign of B 
coefficient does not meet our expectations. 10 % increase in TEA entails in 0.08 percentage points decrease in the 
share of exporters among small enterprises. It means that high total entrepreneurial activity is associated with low 
levels of small business internationalisation. One of possible explanations for this paradox is that the sample is 
rather narrow (N=53). Another explanation is that TEA involves only newly established firms who are not inclined 
to internationalise, the exception being born-globals (McDougall, Shane, and Oviatt 1994). 
We could only partially confirm H1.2 but this could be due to narrow sample. 
More promising are the results for the second group of hypotheses. We have confirmed H2.1, and revealed that 
WGI Regulatory Quality indicator has the strongest positive impact on small business’ exporting behaviour. While 
this indicator varies between −2.5 and 2.5 its change by 0.1 results in 1.03 percentage points change in SEMNF. 
H2.2 has also been confirmed, and large exporters’ behaviour is less correlated with regulatory quality than small 
exporters’ one. The R squared for SEMNF is 0.25 while for LEMNF is just 0.19.  
Regarding regulatory quality, one more finding is important – contract enforcement turned out to be a significant 
factor for small business decision to internationalize, while there is no influence on medium and large businesses. 
An increase DTF in contract enforcement by 1 results in increase in SEMNF by 0.3 percentage points. 
We could partially confirm H2.3. The correlation is stronger between EXPDOC and SEMNF than between 
EXPDOC and LEMNF while the number of documents to export fails to have significant influence both on SEMNF 
and LEMNF when it comes to regression. Instead, more important factor here is time to export, which is, again, 
more important for small exporters than for medium and large ones (R squared 0.19 versus 0.10 respectively). 
Overall ease of trading across borders has strong impact both on small and other exporters.  
The findings of our study could signalize many emerging economies’ governments to enhance their abilities to 
formulate and implement sound private sector development policies, to promote competition among transportation 
companies and release some customs regulations in order to make exporting cheaper and less time consuming, and 
to strengthen the efficiency of the judicial system in order to facilitate contract enforcement. 
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We could not fail to mention limitations of our study as we could not include in the sample many developed 
countries with apparently significant number of small exporters since there is no data on them in World Enterprise 
Survey. Once the data is available we could repeat our research and come to more relevant and valuable 
conclusions. 
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